§352.8

paragraph (e) of this section, may re-
sult in termination of the tax deferral
privilege.

(2) Tax deferral legend. Each bond
issued in a tax-deferred exchange bore
a legend showing how much of its issue
price represented interest on the secu-
rities exchanged. This interest must be
treated as income for Federal income
tax purposes and reported in accord-
ance with paragraph (g)(1) of this sec-
tion.

(3) Reporting of interest paid to owner.
To the extent that it represented inter-
est earned on the securities presented
for exchange, an amount paid to an
owner in accordance with paragraph (d)
of this section was reportable as in-
come for Federal income tax purposes
for the year in which it was paid. Pur-
suant to 26 CFR 1.6049.4, a paying agent
was required to report interest income
of $10 or more included in any amount
paid in an exchange transaction to the
payee and to the Internal Revenue
Service on Form 1099-INT or an ap-
proved substitute. A separate report
was permitted to be made for each ex-
change transaction in which interest in
the amount of $10 or more was paid, or
all interest paid in both cash redemp-
tion and exchange transactions was
permitted to be aggregated and re-
ported annually should the total
amount be $10 or more.

(h) Exchanges without tax deferral. The
rules prescribed for exchanges under
paragraphs (a) through (f) of this sec-
tion also applied to exchanges by own-
ers who report the interest earned on
their bonds of Series E and EE and sav-
ings notes annually for Federal income
tax purposes, or elect to report all such
interest that was not previously re-
ported for the taxable year of the ex-
change. Series HH bonds issued in a
nontax-deferred exchange were re-
quired to show a ‘0’ in the tax-deferral
legend.

[69 FR 40318, July 2, 2004]

§352.8 Reinvestment of matured Se-
ries H bonds.

(a) General. Prior to the close of busi-
ness on August 31, 2004, the proceeds of
matured Series H and HH bonds,
whether purchased for cash or issued in
exchange for other securities, were per-
mitted to be reinvested in Series HH
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bonds. Tax deferral granted to interest
earned on securities exchanged for Se-
ries H bonds was not permitted to be
continued when the Series H bonds
reached final maturity and their pro-
ceeds were reinvested in Series HH
bonds. The amount appearing in the
legend on a matured Series H bond on
which tax deferral was granted must be
reported for Federal income tax pur-
poses for the year of such final matu-
rity.

(b) Rules. The reinvestment trans-
action were subject to the rules gov-
erning exchanges, as set forth in §352.7
of this Circular, and the Series HH
bonds issued on reinvestment were
identical in all respects with those
issued in a non-tax-deferred exchange.

[64 FR 40249, Sept. 29, 1989, as amended at 69
FR 40319, July 2, 2004]

§352.9 Delivery of bonds.

Authorized issuing agents delivered
Series HH bonds by mail at the risk
and expense of the United States to the
address given by the applicant, if it is
within the United States, one of its
territories or possessions, or the Com-
monwealth of Puerto Rico. No mail de-
liveries elsewhere were made. Bonds
acquired by a citizen of the United
States residing abroad were delivered
only to such address in the United
States as the applicant directs.

[64 FR 40249, Sept. 29, 1989, as amended at 69
FR 40319, July 2, 2004]

§352.10 Taxation.

The interest paid on Series HH bonds
is subject to all taxes imposed under
the Internal Revenue Code of 1954, as
amended. The bonds are subject to es-
tate, inheritance, gift, or other excise
taxes, whether Federal or State, but
are exempt from all taxation now or
hereafter imposed on the principal or
interest by any State or any local tax-
ing authority.

§352.11 Reservation as to issue of

bonds.

The Commissioner of the Public
Debt, as delegate of the Secretary of
the Treasury, reserved the right to re-
ject any application for Series HH
bonds, in whole or in part, and to
refuse to issue or permit to be issued
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